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the necessary information, but never submitted it to the
State. It was therefore impossible to grant those two
facilities an adjustment to their payment rates for these
costs. The two facilities were granted the adjustment for
nursing coverage, however, since the amount of that adjustment
was calculated by using cost report information.

A small number of the NF-IIs had been declared "institutions
for mental diseases" (IMDs). Even though those facilities are
certified to participate in Medicaid, payments for persons
between the ages of 21 and 65 are made with state funds, not
Medicaid funds. If an adjustment to the NF/IMDs’ Medicaid
payment rates was not cost-effective, then the facilities were
. hot granted the rate adjustment. The cost analysis for these
facilities focused on the percentages and numbers of residents
over and under age 65, the estimated annual Medicaid payments
to those facilities, the resulting cost increase to the State
if Medicaid payments were not available, and the estimated
cost increase to meet the OBRA 87 certification requirements.

The increase in state and county costs which would result from
other-than-Medicaid funding of residents over age 65 if a
facility chose to decertify from the Medicaid program was
compared to the increase in state and county costs of the OBRA
87 rate adjustment if the facility remained certified. The
combined state and county share of the OBRA 87 compliance
increase was estimated to be more costly than the state and
county payments for residents over age 65 in only two of the
facilities. These two facilities have very few Medicaid
recipients. The costs of care for most residents in those
facilities are paid for through separate state funds.
Therefore, these two facilities did not receive a rate
adjustment to their Medicaid payment rate to meet the OBRA 87
mandates.

The cost estimates submitted by the individual facilities
(subject to the legislative cap of $300 per bed per year) were
the basis for the increase they received. The State analyzed
this data in detail. Some of the costs submitted were not
related to OBRA, and some of the costs were already covered by
the nursing adjustment. Most of the claimed costs were
allowed, however, since the higher rates permitted the
facilities to provide their residents a higher level of care,
which is the primary intent of*OBRA.
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C. Adijustment for other OBRA cost increases to NF-I and
attached NF-I1s.

The cost estimates for NF-Is and attached NF-IIs detailed in
the section above were covered by an average annual increase
in the facility per diem of $.30. This rate adjustment was
provided to 427 nursing facilities. Since Minnesota has an
Equalization Law, nursing facility rates for private pay
residents also increased to the same level as Medicaid rates.
The total industry increase to meet OBRA requirements was
greater than just the increased Medicaid program expenditures.

The total cost of this rate increase, on an annual basis, for
. calendar year 1989 was approximately $4,642,000. This
amounted to an average facility increase of $10,871.

The following expenses were anticipated to be the most likely
to increase costs to NF-Is and attached NF-IIs as a result of
complying with the OBRA requirements. As described above,
these were the worst-case cost estimates:

Nurse aide training/competency evaluation $ 270,000
Nurse aide staffing during training $1,200,150
Resident assessments $1,024,800
Pharmaceutical review $ 854,000
Medical director $ 344,400
Social services $ 157,000
;
TOTAL $3,850,350

While there may have been other provisions resulting in cost
increases for some of those nursing facilities, the above cost
increase amounted to an increase in costs of approximately
$.25 per day per resident. An additional $.05 per day was
determined to be sufficient to cover the majority of any
additional changes facilities may have needed to make.

SUMMARY OF THE PUBLIC COMMENTS RECEIVED CONCERNING THE PROPOSED
METHODOLOGY AND THE DATE UTILIZED FOR THE ADJUSTMENTS.

The proposed methodology for the OBRA rate adjustments developed
by the State was made available for discussion and public comment
in January 1989, well in advance”of implementation.
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Several meetings were held with provider organizations to review
and discuss the methodology Provider comments were considered
during the finalization of the methodology.

All aspects of the rate adjustment determination process were
dealt with by the state legislature. Public hearings were held
in both the House of Representatives and the Senate.

The majority of the data utilized in the calculation of the
adjustments came from public documents (the facility cost reports
and/or cost estimates submitted by the facilities).

Notice of the proposed changes was published in the State
Register in June 1989. No comments were received.
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